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Preface

Item 141 of the 1996 Appropriation Act directed the Joint Legislative Audit
and Review Commission (JLARC) to examine a number of different issues related to
the Department ofCorrections' (DOC) inmate telephone system. These issues include a
comparison of policies in other states, the financial impact on inmate families, and the
need for oversight by an entity independent of DOC. This report presents the staff
findings and recommendations regarding these and other issues related to DOC's
inmate telephone system.

This study found that the fiscal impact on recipients of long distance calls
completed through the inmate phone system could be reduced by making the rates
charged comparable to those the public pays for similar calls. Even with reduced rates,
however, the State could continue to receive revenue from the inmate phone system. All
of the southeastern states contacted for this review, and many ofthe states nationwide,
receive some form ofrevenue from their inmate telephone systems. By making the rates
charged for the inmate system comparable to those the public pays for similar calls, any
revenue the State received would not be from charges in excess of standard collect call
rates.

To address shortcomings regarding administration and oversight ofthe system
by DOC, responsibility for the system should be transferred to the Department of
Information Technology (DIT). DIT has the necessary infrastructure to best support
more proactive and consistent administration ofthe inmate telephone system. Finally,
additional options designed to improve aspects of the inmate phone system, such as
requiring an independent audit and advance notification of rate changes, should be
considered.

On behalfofJLARC staff, I would like to thank the staffof the Department of
Corrections, the State Corporation Commission, the Department of Information Tech
nology, and MCI Telecommunications Corporation who assisted in our review.

January 29, 1997
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Roviding inmates access to telephones
may result in a number of positive benefits,
according to some corrections officials. As
a result, telephones have routinely been
available to inmates in Department of Cor
rections (DOC) facilities since the early
1970s. However, problems with the early
systems mitigated some of the potential
benefits. There was no telephone system
uniformity statewide, DOC's role in the op-

eration of the system was staff intensive,
and there were few proactive security fea
tures available. These shortcomings, in
part, led to the 1991 acquisition by DOC of
the current inmate phone system, operated
by MCI Telecommunications Corporation
(MCI).

The current inmate phone system suc
cessfully addresses many of the shortcom
ings of the previous methods used to pro
vide phone service to inmates. DOC's in
volvement in the administration of the in
mate phone system has been significantly
reduced. Inmates' access to telephone ser
vice is reportedly more uniform across the
DOC system. Moreover, the current inmate
phone system hassecurityfeaturesdesigned
to proactively reduce fraudulent activities
conducted by inmates overthe telephone as
well as to enhance the operation and secu
rity of DOC's institutions. Finally, MCI isalso
required toprovide the State with aportion of
the billable revenue generated by inmate
calls.

Item 141 of the 1996 Appropriation Act
directed the Joint Legislative Audit and Re
view Commission (JLARC) to examine a
number of different issues related to the
DOC inmate phone system. These issues
include a comparison of policies in other
states regarding inmate phone systems, the
financial impact on inmate families, and the
need for oversight by an entity independent
of DOC.

While the current DOC inmate phone
system has many beneficial features over
the previous methods for providing inmate
phone services, there are several issues
which shOUld be addressed to improve the
existing system. Significant findings of this
report inclUde:



• Steps to reduce the fiscal impact on
recipientsof longdistancecollectcalls
from the inmate phone system should
be taken. The fiscal impact on DOC
inmate call recipients has been in
creasing steadily each year since FY
1992 and could mitigate any benefits
attributed to the inmate phone sys
tem. Although a number of non-rate
factors such as growth in the DOC
system's inmatepopulation havecon
tributed to the increasing fiscal im
pact, the higher rates and long dis
tancesurchargeshavealso increased
the fiscal impact on call recipients.

• If the fiscal impacton call recipients is
reduced, any revenue the State could
receive from the system should be
retained. Many states receive com
mission revenue' from their inmate
phone systems. However, as in other
states, the commission revenue
should be used to provide orenhance
programsorservices thatbenefitDOC
inmates.

• To improve administration and moni
toring, responsibility for developing,
administering, and monitoring the
DOC inmate phone system should be
assigned to the Department of Infor
mation Technology (DIT). DIT has
the necessary infrastructure and re
sources available to address issues
related to telecommunications ser
vices and is currently responsible for
the acqUisition and provision of these
services for the State.

• To further improve the inmate phone
system andprovide formore proactive
administration, DOC should require
the submission of more detailed in
mate phone system data, require an
independent audit of the system's
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operations, and implement mecha
nisms intended to benefit inmate call
recipients.

Steps to Reduce the Fiscal Impact
on Inmate Call Recipients Should
BeTaken

All calls from inmates in DOC facilities
are completed as collect calls. As a result,
the fiscal impact of receiving inmate calls is
placed directly, although voluntarily, on the
call recipient and not the inmate. This re
view indicates that the total billable charges
tocall recipients have increasedsignificantly
since FY 1992. A number of factors have
contributed to this increase. Inmates are
making more calls that last longer, and the
total inmate population has increased since
FY 1992. In addition, the increases in the
rates charged, primarily the long distance
surcharge, have also impacted the total bill
able charges.

Anumberof unintended consequences
of the increasing billable charges of the
phone system could occur. First, call recipi
ents noted that the increasing costs associ
ated with using the system may require
them to reduce the number of calls they can
accept from inmates, potentially mitigating
any benefits that accrue through telephone
contact. Second, the impact on call recipi
ents varies by DOC facility. Inmates in DOC
facilities located in more remote areas of the
State place calls that cost more than calls
placed by inmates in facilities located in the
central region of the State. As a result,
facilities that may be the most difficult to visit
due to the distance from home are also the
most costly from which to receive calls.

Therefore, steps should be taken to
limit the fiscal impact of the telephone sys
tem on recipients of calls from DOC in
mates. Individuals receiving collect calls
appear to have an expectation that rates
and charges will be similar to those levied on
collect calls completed outside of the inmate
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phone system. Linking charges for calls
made through the DOC inmate phone sys
tem to charges the public pays for collect
calls would reduce the total fiscal impact on
call recipients. Nonetheless, call recipients
will need to exercise some personal respon
sibility to limit the number of calls accepted
in order to reduce the fiscal impact of inmate
calls.

Commission Revenue Could Be
Retained and Utilized for Inmate
Programs

Commission payments are used bytele
phone companies in part to secure the right
to be the exclusive provider of inmate tele
phone services to state correctional sys
tems. Reflective of this practice, manyof the
correctional systems in the United States
receive some form of revenue from their
inmate phone systems. However, unlike
manyother states, Virginia has notspecified
that any portion of commission revenue be
used to enhance inmate programs or ser
vices. To identify the potential uses for any
revenue from the inmate phone system,
DOC should develop a proposal for utilizing
the revenue and include measurable goals
and objectives for enhancing inmate pro-

grams or services.
Commission Payments for State

Telephone Systems Are Common. For
this review, the study team interviewed cor
rections officials in a number of southeast
ern states regarding their inmate phone sys
tems. These states all reported receiving
commission payments from the companies
that provide inmate phone services. In ad
dition, other studies also indicate that prison
inmate telephone system commission pay
ments are common throughout the country.
For instance, a 1995 study of state correc
tions departments in the United States re
ported that 38 of 41 respondents received
commission payments from their inmate
phone system.

Utilization ofInmate Telephone Rev
enue. The majority of the states contacted
by JLARC staff indicated that either all or a
portion of inmate telephone commission rev
enue is returned to the state corrections
department or designated for specific in
mate welfare programs. For example, in
Arkansas, the revenue is to be used for the
benefit of inmates and has been used to buy
recreational equipment. In Kentucky, where
the revenue is allocated entirely to the state
corrections' department, the revenue is used

III



by the department to offset the cost of pro
viding health care to inmates. Moreover,
corrections officials in other states have
indicated that revenue from inmate tele
phone commissions has assisted them in
providingprograms which previously lacked
adequate general fund appropriations.

DOC Inmate Progfllms Could Ben..
ef1tfromCommissionRevenues. Although
DOC inmate telephone system revenue is
not specifically used for inmate purposes at
this time, DOC staff indicated that there are
inmate programs that could benefit from the
revenue. Potential areas identified include
inmate treatment programs, academic and
vocational education programs, and the ex
pansion of telemedicine videoconferencing
between hospitals and DOC facilities. In
order to prioritize programs' needs for this
funding, DOC should develop a proposal for,.
using the inmate telephone revenue to fund
specific programs. The proposal should
include goals and objectives for programs
that are requested to receive the funding.

Administration of Inmate Phone Sys..
tem Contract Could Be Transferred

The mandate for this study also re
quired JLARC to review the need for over
sight of the inmate phone system. The
principal _framework in which the inmate
phone system operates is the contract.
Therefore, aproperlywritten andproactively
administered contract is necessary to en
sure that the needs and expectations of
DOC, inmates, and call recipients are met.
Nonetheless, concems with the adequacy
of the oversight and monitoring provided the
inmate phone system have been identified.

",

In addition, a 1992 study by the State Crime
Commission alsocited concernswith DOC's
oversight and monitoring of the system.

Moreover, the telecommunications in
dustry is a rapidly evolving and technology
driven industry. Significant changes have
occurred overthe lastdecade in the industry
and more will continue to occur. DIT ap
pears to be the agency with the proper focus
and infrastructure to best support more
proactive and consistent administration of
the inmate phone system in this rapidly
changing environment. OIT also appears to
be better suited to keeping pace with rapid
changes in the telecommunications indus
try. Finally, including the inmate phone
system as part of the next statewide tele
communication contract could also be ben
eficial in the negotiation process for the
provision of the State's telecommunication
services.

Additional Option~ for Improving the
Inmate Phone System

In order to enhance the ability of the
contracting agency to administer the inmate
phone system, the next contract should re
quire the submission of more detailed data
related to the system's operation. The data
should also be submitted in an automated
format for easier analysis and auditing.
Moreover, the next contract should require
that an independent audit of the phone
system's timing, billing, and billable and
commission revenue be prOVided. Finally,
additional mechanisms designed to benefit
call recipients - such as notification of rate
increases and input into the design of the
next system - should be implemented.
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PlIgt 2

Role of Inmate Telephones

Chapter I: Introduction

Forvarious reasons, inmate telephone use has generallybeenviewed positively
by prison officials. Telephones reportedly enable inmates to maintain active family and
communityties which assist in their adjustment to prison. In addition, some individuals
a1IosuggeBtthat these ties assistinmates in their positive adjustmentonce releasedfrom
custody. However, despite these potential benefits, the frequency with which inmates
are allowed telephone access vari~s from state to state.

Telephone Aceess and Ongoing Community Tie.. A number ofcorrections
ofticials and inmate advocates contend that it is important for incarcerated persons to
maintain ties with family members and members oftheir communities For example, the .
Federal Bureau ofPrisons identifies inmate telephone access as a "means ofmaintaining
community and family ties that will contribute to an inmate's personal development." In
addition, inmate telephone access has been identified as a mechanism for enhancing
morale among inmates and maintaining order and security in prison facilities. The
possibility oflosing certain telephone privileges due to unacceptable behavior could be
used as a factor in maintaining order and discipline among inmates.

Generally, incarcerated persons are afforded additional means ofmaintaining
ties with family and community members. In the Commonwealth, prison inmates can
also remain in contact with family and community members through written communi
cations and prisonvisitations. However, ofthe various forms ofcommunication available
to prison inmates, telephone access tends to be more convenient than visitation and more
direct than written communications. As a result, prison inmates and their families have
apparently come to rely on telephone communication as a primarymeans ofmaintaining
ties.

PhilosophiesofInmate TelephoneAeeess Vary. Telephone access by prison
inmates is governed largely by the philosophy of the pl-json system's administrator or
governing body. There is no universal standard or case law which determines the
minimum or maximum number of calls or minutes an inmate is granted for telephone
use. Therefore, inmate telephone use policies differ from state to state.

Inmate telephone use in general has been viewed as a privilege granted by
correctional authorities rather than a right. For example, the Federal Bureau ofPrisons
has established that prison inmate telephone calls are a privilege and not a right. DOC
staffalso indicated that telephone use is a privilege granted to inmates and not a right
that inmates must receive.

While most inmates in Virginia's correctional institutions have relatively free
and unlimited access to telephones, this is not the case throughout the country. For
example, inmates in North Carolina's medium and maximum security institutions are
permitted two ten-minute collect calls each month. Additionally, in Texas, despite
attempts by the legislature to allow more access to phones by inmates, state prisoners are
granted only one five-minute collect call every three months. Moreover, being allowed
to make that one call is reportedly contingent upon the inmate's behavior.
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History of Telephones in Virginia Prisons

Early inmate telephone systems had a number of shortcomings. These short
cGmir gs, which primarily involved system uniformity and security, required DOC to
invest significant staffresources in addressing issues related to inmate telephone abuse.
In addition, DOC staff were also directly involved in the ongoing administration of
inmate telephone services.

Early System Was Not Unified. DOC staff reported that prison inmate
telephone services were first offered in Virginia during the 19708. When the decision was
made to make phones available to inmates, inmate telephone services in DOC facilities
were offered through local telephone companies which provided operator-assisted collect
calls. Through these arrangements, standard payphones were installed in prison
facilities, and inmates were provided access to a live operator. DOC staffindicated that
the department's goal at that time was for inmates to use the prison telephone
arrangements, referred to as "fiveminute parole," as a means ofmaintaining contactwith
family members.

However, beoause local telephone companies apparently varied in size and
service delivery capabilities, inmate telephone service delivery could differ from prison
to prison. For example, DOC staff reported that in some areas of the State, local
telephone companies did not want to install telephones in prisons or did not want to
install as many telephones as prison facilities requested. Moreover, DOC reported
encountering difficulties in getting adequate and timely service for problems with the
telephones used by inmates, especially in rural areas. As a result, telephone service
delivery lacked consistency and inmate access to telephones was often inadequate.

DOC Had Administrative Role in Early System's Operation. DOC staff
had to provide a significant level of administrative and operational assistance for the
early inmate phone systems. For example, in the early inmate telephone systems, DOC
staffwere responsible for escorting inmates to and from payphones, and sometimes DOC
staff were responsible for dialing or checking the number of the called party. These
telephone-related activities removed prison staff from duties that they normally per
formed.

Moreover, DOC staffindicated that the department would dedicate significant
staff resources to investigate residential and business complaints concerning inmates'
abuse ofthe telephone system. Much ofthe telephone abuse by inmates was apparently
the result of the telephone system lacking security features which could proactively
detect or prevent improper telephone use.

Security Features Were Not Available. DOC staffnoted that because earlier
telephone systems contained no security features, the direct access ofinmates to phones
opened new avenues for inmates to call and harass individuals. For example, judges,
witnesses, and victims were frequent targets of inmate harassment. Additionally,
incil.ents offraud, such as ordering goods by mail order, were perpetrated by inmates
using telephones.
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For example, some local telephone companies serving DOC institutions were
not always aware ofthe different methods used by inmates to commit fraud. As a result,
DOC staff also reported that an operator would occasionally assist the inmates in
committing fraudulent activities. Because these telephone systems lacked automated
security devices and automated operators, inmates had increased opportunities to
commit illegal activities. Subrequently, recipients of unwanted inmate calls had to
contact DOC and request that DOC prevent these calls from occurring.

However, advances in telephone technology during the late 1980s resulted in
securityfeatures that could more proactively reduce inmate telephone abuse. DOC staff
have noted that these features have reduced the incidents of inmate phone fraud that
were commonin the previous systems. Moreover, as inmate telephone systemtechnology
advanced and telephone companies were able to provide "turnkey" telephone systems for
clients, correctional systems became an area aggressively marketed by the telephone
industry.

Features of the Department of Corrections' Current
Inmate Telephone System

In 1990, DOC issued a request for proposal (RFP) for a prison inmate telephone
system providing safeguards which would addresF . -'curity concerns raised in previous
systems. In addition, DOC wanted a system that; ,;ided equal access to telephones and
consistency in service to all ofthe department's facltities statewide (Figure 1). Moreover,
during the procurement process, the department clearly indicated that providing these
features would be at no cost to the State and not require significant DOC staff
involvement. More than 20 companies responded to the RFP, and MCI was awarded the
contract in 1991. The current contract expires December 31, 1997.

Unlike earlier DOC inmate telephone systems, the current prison inmate
telephone system is administered entirely by the contracting telephone company. This
arrangement has apparently resulted in fewer administrative responsibilities for DOC,
additional security features for public safety, increased telephone availability for prison
inmates, and contractor responsiveness to inI"""l.te concerns. Finally, the contract
requires the payment of commissions to the f. tate based on the system's billable
revenues.

Telephone System Operation. As in previous telephone systems serving
DOC facilities, the inmate does not pay for collect calls completed. Rather, the call
recipient is responsible for call payment. Additionally, the system prevents inmates from
receiving incoming calls. Inmates and call recipients are given a 15-minute time limit
for each call, but there is no limit on the number ofcalls that an inmate can complete or
the number of caUs that an individual can accept.

Presently, inmates have virtually unlimited phone access. Although inmate
tel~phoneuse policies are left to the discretion of individual facility administrators, in
general, the only time inmates do not have access to phones are periods when they are
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confined to their cells or periods when the phones are shut down by facility administra
tors. Moreover, inmates aregenerallynotrestrieted toa preapproved listofnumbers that
canbe called. Withthe exception ofnumbers blockedfrom receivingcollect calls, inmates
are generally allowed to call anyone who will accept the collect call.

FewerAdministrativeResponsibilities forDOCwith CurrentSystem. In
contrast to previous inmate telephone systems, DOC has no administrative responsibili
ties under the current MCI prison inmate telephone contract. The current telephone
contract specifies that "no correctional facility personnel will be needed to assist with the
placing of a call."

Moreover, the contract establishes that MCI "furnish the equipment, software,
maintenance and/or other support services" necessary for the operation of the system.
Three phone company staff work at DOC's central office and administer the inmate
telephone system. DOC staffindicated that these services are provided at no expense to
the department or the State. From an administrative standpoint, the current inmate
telephone contract has been beneficial to the department.

Specialized Security Features. In addition to standardizing the prison
inmate telephone system st~tewide,DOC required the system to contain certain features
which would counter illegal and harassing inmate telephone activity. DOC staffnoted
that an inmate telephone system would not exist if it did not possess these security
features. Some of the current system's features include:

• a database to block numbers ofDOC employees, state officials, certain private
residences on request, and 800, 900, and 976 numbers;

• digital recording and monitoring equipment at each major institution;

• a secured personal identification number (PIN) feature to identify each call
made by an inmate;

• reporting capabilities on all calls made from Virginia prisons;

• restrictions on all international calls; and

• announcing to the called party the name ofthe correctional institution from
which the call originates (referred to as branding).

In the current inmate telephone system, an inmate is given a PIN which
provides him or her with access to the inmate telephone system. The current system's
PIN feature and reporting capabilities provide the department with the ability to track
inmate telephone callingactivity. For example, ifan inmate is determined to be engaging
in fraudulent or harassing activity, the PIN enables the department to discontinue that
inmate's ability to use the telephone. These security features are provided without any
administrative support from DOC. Rather, the contracting company carries out these
functions.
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Moreover, the currentinmate telephone system provides call recipientswith the
capability ofhaving unwanted inmate collect calls blocked. Also, call branding, which
announces that the call originates from a DOC prison facility, provides additional
safeguards against improper inmate telephone activity. DOC staff indicated that
security features, such as those mentioned above, have assisted the department in
proactively detecting and reducing improper inmate telephone activity.

Despite these security features, problems with inmates using the phones for
fraudulent purposes continue. For example, it is possible that some inmate calls can be
transferred to a third party. MOl staffreported cases where inmates will obtain another
inmate's PIN and use the phone for fraudulent purposes. Finally, some inmates will
reportedly use the phones to encourage visitors to bring contraband into the prison
facility.

Inmate Access to Telephone.. Prior to the current DOC inmate telephone
contract, there was an average of one phone for every 84 inmates. The current inmate
telephone contract has increased the number of telephones available to inmates. The
most recent data on the number of telephones indicates that MCI currently provides
about one phone fOf every 18 prison inmates statewide.

Although the inmate telephone contract calls for a ratio ofone phone for every
15 inmates, MOl staffindicated that this ratio is used as a guideline and that the needs
of the prison administrator or design of the facility often dictate the actual number of
telephones that can be provided. Nonetheless, inmates still appear to have better access
to telephones on a statewide basis than they did in earlier prison telephone systems.

Resp01l8ive to Inmate Conce,.",s. DOC required the establishment of an
inmate help line and voicemail box that allows inmates to call MCI directly about
telephone troubles. When inmates have problems regarding phone service or requests
for information pertaining to telephone access, theycall the help line and leave a detailed
message about the problem. MOl staffgenerallyaddress theseconcerns inwritingwithin
two working days. This is a feature not offered in earlier inmate telephone systems.

Commission Payments. DOC's current telephone agreement requires MCI to
make commission payments to the State. ThroughJune 1995, the commission payments
to the State were based on 28 percent ofgross billable revenues. Since July 1995, MOl
pays the State 50 percent of the gross billable revenues from inmate calls. In previous
telephone systems, the State received no commission payments from the companies
serving the various DOC facilities.

Call Activity, the Cost of Calls, and Commission Revenue Have Increased

Inmates have completed a significant number ofcalls since the beginning ofthe
present inmate telephone system contract. The provisions of this contract have also
required MCI to provide the State with commissionpayments based on the system's gross
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billable revenues. Finally, since DOC and MCI entered intothe contract in 1991, inmate
calling activity has increased and revenue generated for the State has increased.

Inmate Calling Al:tivity. Inmate telephone activity data indicate that from
the beginning of the inmate telephone contract through July 1996, inmates have
completed almost 19 million collect calls. Figure 2 displays the total number and type of
calls completed by inmates for each full calendar year ofthe contract. The total number
ofcalls has increased annually since the current phone contract was established. In FY
1996, the average number ofcompleted calls per DOC inmate was almost 200.

.-------------Figure2------------~
Prison Inmate Collect Call Activity, CYs 1992·1995
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Source: JLARC staff analysis ofdata from MCI.

LongDistanceRates. In the current inmatetelephone contract, DOC requires
that the "cost ofcalls made must not exceed AT&T rates or local state tariffrates." The
cost, or rate structure, applied to an inmate long distance call consists of per minute
charges that vary by the time ofday the call is placed and distance. In addition, a $3.00
operator assisted surcharge is added to each call (Table 1).

The operator assisted surcharge is the rate structure that has increased most
significantly. In 1994, the operator assisted surcharge was $1.94 for each call. In
J~uary1995, itwas increased to $3 percall. In contrast, the operatorassisted surcharge
for an Mel presubscribed payphone is $2.15 per call.

Phone System Commission Revenue. As discussed earlier in this chapter,
the State receives a 50 percent commission on the gross billable charges of the system.
From March 1991 through June 1996, the State has generated almost $24 million in
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-------------Table1-------------
Long Distance Charges for Intrastate Inmate

Collect Calls From DOC Institutions

per Minute UUge Charges

Bus/nes. Day Evening Night and Weekend

Mileage First Additional Firat Additional Firat Additional
Band Minute Minute. Minute Minutes Minute Minutes

1-10 $0.19 $0.19 $0.14 $0.13 $0.13 $0.13
11-22 $0.22 $0.22 $0.15 $0.14 $0.14 $0.14
23-55 $0.26 $0.26 $0.17 $0.17 $0.15 $0.15
56-124 $0.30 $0.30 $0.23 $0.23 $0.18 $0.18

125-292 $0.32 $0.32 $0.25 $0.25 $0.19 $0.19
293+ $0.32 $0.32 $0.25 $0.25 $0.19 $0.19

Note: Each caU is assessed a $3.00 operator surcharge.

Source: Mel TelecommUDtcationa Corporation intercity telec:ommunicationa .me. tariff filed with the VU'ginia
State Corporation Commiuion, February 1996.

commission revenue from the inmate telephone contract. Figure 3 illustrates that there
has also been a steady increase in commission revenue resulting from the prison inmate
telephone system.

For example, in FY 1992, the first full fiscal year of the contract, the State
received $2.6 million based on the 28 percent commission rate in place at that time. In
FY 1996, when the commission rate was increased to 50 percent, the State received $10.3
million in commission revenue. MCr has projected that the State will earn $10.4 million
from commissions in FY 1997.

Inmate telephone commission revenue is currently deposited in the State's
general fund, and neither statute nor policy directs that these funds be reallocated to
DOC or earmarked for any particular prison inmate services. DOC's position is that "the
commissions paid to the general fund help offset the costs to the taxpayers for maintain
ing the prison system." The dramatic increase in commission revenues in FY 1996 led
some inmate advocacy groups to question the appropriateness ofthe charges,which were
characterized as an "illegal tax." Such concerns led to this study.



1-------------··--·..

Page 10 Chapter 1: Introduction

------------Figure3-------------,
State Commission Revenue from the
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Note: Revenue for FY 1991 is for the months of March, April, May, and June only.

Source: JLARC staff analysis oM>epartment of Corrections data.

JLARC REVIEW AND REPORT ORGANIZATION

Item 141 of the 1996 Appropriation Act directed JLARC to examine the fees,
costs, and revenues related to DOC's prison inmate telephone system. The study
mandate required that the study be completed and submitted prior to the 1997 Session
of the General Assembly. This section of Chapter I provides an overview of the study
issues used to guide the research activities and a briefoverview ofthe report's organiza
tion.

Study Issues

JLARC staffdeveloped four primary issues for this study. These issues include
a review of:

• the structure and administration of Virginia's prison inmate telephone
system,

• the factors that have impacted rates and charges of the system,

• the financial impact on the recipients of prison inmate collect calls, and

• options available for the DOC inmate telephone system that meet the needs
of DOC, inmates, and call recipients.
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Research Activities

ChApter I: Introduction

Several research activities were undertaken to address tQe study issues. These
activities included structured interviews, document and file reviews, telephone inter
views with selected other states, and observations of the phone system's operation.

StructuredInterviews. Structuredinterviewswere conductedwithstafffrom
DOC, MCI, the State Corporation Commission (SCC), the Department of Information
Technology (DIT), and Virginia Citizens United for Rehabilitation of Errants (CURE).
DOC and MCI staffinterviews focused on the operation, administration, and costs ofthe
inmate telephone system. Interviews with SCC and DIT stafffocused on the regulatory
and technical aspect ofthe system. Also, JLARC staffmet with more than ten recipients
ofinmate collect calls to discuss issues related to the DOC inmate phone system.

Document andFile Reviews. Document and file reviews were also conducted
by JLARC staff. Documents reviewed included the Code ofVirginia, the current inmate
telephone system contract, related studies on other prison inmate telephone systems,
SCC and Federal Communications Commission regulations, inmate telephone policies
from other states, 8lld phone bills from recipients ofinmate calls. Further, JLARC staff
reviewed files related to the inmate telephone system procurement process. JLARC staff
used data from these reviews to evaluate the operation and administration ofVirginia's
inmate telephone system.

Also, JLARC staffreviewed the Virginia State Crime Commission's 1993 report
Improving Family and Community Ties ofIncarcerated Persons. A portion ofthis report
discussed issues related to the DOC inmate phone system. Findings and recommenda
tions from this report were used in order to assess DOC's role in providing oversight and
monitoring of the inmate phone contract.

Telephone Interviews with Selected Other States. JLARC staffconducted
telephone interviews with correctional staff from 12 southeastern :Jtates. In addition,
JLARC staffconducted telephone interviews with four additional states that reportedly
had noteworthy features related to their telephone systems. The focus ofthe interviews
was to gather information on the operation and administration of inmate telephone
systems in other states as well as how commission revenue was utilized. Finally, JLARC
staffconducted telephone interviews with staffofselected public utility commissions in
other states. Interviews were designed to obtain information on the regulatory activity
and authority of these public utility commissions regarding inmate phone systems.

Inmate Phone System Observations. JLARC staffalso observed the inmate
telephone operation center located in DOC's central office as well as observed inmate
telephone systems in a DOC institution. JLARC staff made several collect calls from
inmate phones in the facility in order to better understand and observe the operation of
the prison inmate telephone system.
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Report Organization

Clulpm- 1: Introduction

This chapter has provided an overview ofVirJj.nia's inmate telephone system.
Chapter II more closelyexamines theoperation ofthe DOCinmate telephone system and
its financial impact on call recipients. Finally, Chapter III discusses some potential
options for the State regarding issues related to the inmate telephone system.
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II. Impact of the Inmate Phone System

As discussed in the previous chapter, the currentDOCinmate phone systemhas
been in operation since 1991. This system was intended to provide greater uniformity
statewide, ensure greater control ·Jver fraudulent activities by inmates, and minimize
DOC staft's involvementin the administration ofthis system. Since that time, the system
has transmitted almost 19 million collect calls from DOC inmates to recipients both
within and outsideVirginia. Benefits attributable to these callshave reportedlyincluded
the positive effect on the management, adjustment, and rehabilitation of inmates.

The total fiscal impact on the recipients of these calls has been increasing
steadily each year. Although the fiscal impact on call recipients has increased to some
degree due tofactors not related to rates and charges, increases in the surcharge assessed
longdistance calls has also had a substantial impact on recipients. Moreover, the impact
on call recipients varies to some extent by the location ofthe DOC facility. As a result,
the increasing costs associated with using the system could eventually reduce some ofthe
benefits attributed to contact provided through the inmate phone system.

To ensure that the positive benefits of the phone system continue to accrue,
steps to reduce the fiscal impact should be taken. Rates and surcharges for the inmate
phone system should be capped at rates charged the public for similar calls. Moreover,
to lessen the negative impact of the long distance surcharge, DOC should consider
increasing the limit on the duration ofinmate calls.

FISCAL IMPACT OF THE DEPARTMENT OF CORRECTIONS'
INMATE PHONE SYSTEM

Item 141 ofthe 1996 Appropriation Act requires that the JLARC review address
the financial impact of the DOC inmate phone system on call recipients. This review
indicates that the total billable charges to call recipients have increased significantly
since FY 1992. A number of factors have contributed to this increase. Inmates are
making more calls that last longer and the total inmate population has increased since
FY 1992. In addition, increases in the rates charged, primarily the long distance
surcharge, have also impacted the total billable charges.

There are a number ofpotential consequences ofthe increasing billable charges
on both inmates and call recipients. First, call recipients have reported that the
increasing costs associated with using the system may require them to reduce the
number ofcalls they can accept from inmates. Because many have reported that positive
benefits accrue for the inmate and family through telephone contact, those benefits may
be mitigated. Finally, this review determined that DOC facilities located in more remote
locations in the State have higher costs per call than facilities located in the central region
of the State.



rage 14 Chtrpter 11: lmptld of the Inmllte Phone System

Total Billable Charges from Inmate Phone System Have Increased

As discussed in Chapter I, inmates do not pay for the calls they place through
the DOC inmate phone system - the call is placed as a collect call and the call recipient
is billed for the call. Therefore, the fiscal impact of receiving calls from individuals in
DOCinstitutions is placed directly, althoughvoluntarily, on thecall recipientand not the
inmate.

As a result, one measure ofthe fiscal impact ofthe inmate phone system is the
total charges billed to call recipients. Since FY 1992, the total billable charges from the
DOC inmate phone system have steadilyincreased. From FY 1992 through FY 1996, the
total billable charges to call recipients increased from about$9.5 million tomore than $20
million in FY 1996 (Figure 4).

r------------Figure4·--------------.,
Inmate Telephone System Total Billable Charges
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Source: JLARC .taft'analysi.l ofdata from the Department of Correc:tiona.

Also noteworthy is the rate at which the total billable charges to call recipients
have increased. From FY 1992 through FY 1996, total charges billed to call recipients
have more than doubled. Moreover, from FY 1992 through FY 1994, the annual rate of
growth in total charges averaged almost 11 percent. In contrast, for the period from FY
1994 through FY 1996, the total annual charges increased at an average rate ofabout 33
percent. Clearly, billable charges from the DOC inmate phone system have increased
substantially since FY 1994.

A Number of Factors Have Been Responsible
for Increases in Billable Charges

Onefactor thatwould impact the total charges ofa systemliketheinmate phone
system are the rates charged by the telephone carrier. Yet, a number ofother factors not
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directly related to the rates charged could to some degree result in increases in the total
billable charges ofthe system. Some potential factors include growth in the DOC prison
system inmate population, growth in the number of calls placed per inmate, and
increases in the length of the calls placed by inmates.

While non-rate factors such as increases in the inmate population and the
number ofcalls made per inmate have had someimpact on total charges, increases in the
rates charged to call recipients have also had an impact. More specifically, the increase
in the service charge or surcharge assessed on every call regardless oflengtb has had a
direct impact on the cost ofcalls. Since December 1994, the surcharge on long distance
calls has increased by almost 55 percent.

Minutes
Per Call

Calli Per
Inmate

Number
of Inmat..

Non-Rate Factors Have HadAn Impact on TotalBillable Charges. With
a service like the DOC inmate phone system, it is'likely that any growth in the number
ofinmates in the prison system would result in a greatervolume ofcalls. As a result, the
total billable charges ofthe system would likely increase as well. Finally, inmates could
be simply placing more calls or talking longer per call, which would likely increase the
total charges billed to the call recipients. To determine the potential impact ofsome of
these factors on the total billable costs associated with the DOC inmate phone system,
the changes in these factors from the first quarter ofcalendar year 1992 (January 1992
- March 1992) were compared to the first quarter ofcalendar year 1996 (January 1996
- March 1996).

As highlighted in Figure 5, the number of minutes per call increased by 2
percent. In addition, the total number ofcalls made per inmate increased by 14 percent.
More significantly, the DOC prison system's inmate population between these two time
periods increased by almost 43 percent. The combined effect of increased population,
slightly longer calls, and more calls placed per inmate accounts for about 66 percent of
the total increase of120 percent in the phone system's total billable charges. About half
of the increase is due to other factors, such as changes in rates and other charges.

,..--------------Figure5--------------,
Change in Non-Billable Factors that Affect

Total Inmate Phone System Charges, 1992 to 1996
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Esclusive Telephone Providerand Commissions CanAlBo ImpactCo.t..
The current DOC phone system is designed so that all inmate calls are carried by the
contractingtelephonecompanywhichis MCITelecommunications (MCI). Onereasonfor
this is toensure that thesecurityfeatures ofthe system are notbypassedorcompromised.
Moreover, it also enables DOC staff to interact with one carrier which reportedly
enhances the ease of administration and operation.

On the other hand, neither inmates nor call recipients are able to utilize other
carriers of their choice or use recently developed features such as phone cards or
specialized calling plans. As a result, the ability to obtain lower rates or use the carrier
of choice is non-existent. For example:

The Maine Public Service Commission in a notice ofinquiry regarding
operator service surcharges noted that individuals usingpayphones in
locations that include correctional institutions often have difficulty in
accessing other telephone carriers from these locations: "The end result
appears to confirm the marketpower that exists: under current market
conditions, carriers plainly have sufficient market power to increase
operator surcha~ges and sometimes per-minute rates...."

The commissions paid by phone companies to be the exclusive provider of
services may also impact the cost ofcaIls paid by users of these systems. For example,
in a discussion regarding the provisionofoperator services from payphones, the Federal
Communication Commission noted:

[Operator service providers] generally compete with each other and
with the traditional carriers to receive such traffic byofferingcommis
sions to payphone or premise owners as the "presubscribed" carrier
serving their phones.... While this has proven to be beneficial to the
premises owners ... it forces callers to pay exceptionally high rates.

The potential impact of the commission on the cost of calls is important. The
current DOC inmate phone system contract requires the telephone contractor to provide
the State monthly commission payments based on 50 percent of the gross billable
charges. From the remaining 50 percent, the contractor must pay all costs associated
with operating the system as well as account for any uncollectable charges. Therefore,
the rates and charges will have to be sufficient to ensure that the carrier can pay the
required commission as well as return a reasonable profit.

lncreaaes in the Long-Distance Surcharge Have AlBo Been a Factor in
Growth ofTotal Charges. In addition to the factors discussed earlier in this section,
the rates charged to recipients of collect calls from DOC inmates will directly and
immediately impact the system's total billable charges. As discussed in Chapter I, the
rate structure applied to inmates' long-distance calls from DOC facilities consists ofper
minute charges and a one time surcharge.


